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XTO  REV  PROD  88  (7-69)  PAID  UP  {04/17J07)B 

OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  /Vday  of  January,  2009,  between  Homer  E.  Warlick,  III  and  Sharon  L  Warlick,  husband  and  wife,  Lessor 
{whether  one  or  more),  whose  address  is:  711  Hedgewood  Drive,  Georgetown,  Texas  78628  and  XTO  Energy  Inc.,  whose  address  is:  810 
Houston  St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

1 .  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  for  the  purposes  and  with  the 
exclusive  right  of  exploring,  drilling,  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
those  menfionedjL  together  withlhe  nghl  to  make  surveys  on  said  land,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employee  houses  and  other  structures 
wSlSISl  ^ces!f^  ^yseM  in  Le^es  operations  in  exploring  drilling  for.produang,  treating,  storing  and  transporting  minerals  produced 
from  the  tend  covered  hereby  or  any  other  land  ad|acent  thereto.  The  (and  covered hereby.Tierein  called  "said  land,"  is  locafed  in  the  County  of 
Tarrant,  State  of  Texas,  and  is  descnbed  as  follows: 

f^L!0^"?^  AAMu*'  *?u  T°f  the* £BB  i  C+RR-  Co"  S^y**>  Attract  Number  A-221,  being  Lot  2A,  Block  A,  of  Lake  Country 
Estates  Club  Site,  Addition  In  Tarrant  County,  Texas,  according  to  the  Revised  Plat  thereof  recorded  in  Cabinet  B,  Page  1992,  Plat 

5e£Sir n^ill™  «Co,u.29',Jexa.8.a2d  5,eln9A°?e  wro?.  tend£.nlore  Particularly  described  in  a  Warranty  Deed  with  Vendor's  Lien 
dated  December  28,  200/ from  Unda  Lea  Callahan  and  David  Patrick  Callahan  to  Homer  E.  Warlick,  111  and  Sharon  L.  Warlick, 
recorded  thereof  n  Document  No  D208005598.  Deed  Records,  Tarrant  County,  Texas,  and  amendments  thereof  includinb  sfreets 
easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISION 

rt  TJj1*  Ls  A  222^ !iv£lopnienta!u0il  *. Gas  J-ea!!fr  w^by  Lessee,  Its  successors  or  assigns,  shall  not  conduct  any 
2PS2?8k8'^  d25Ee  .u  .  in^0l2 the  surface  of  sa'd  'gntls-  However,  Lessee  shall  have  the  right  To  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit. 

^™"Q?iLle^F/alS0  ai^  jndudes.  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
descnbed  and  (a)  owned  or  darned  by  Lessor  by  Imitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or 
SS^ISJfi!*  LessoLI?asJl  pr®ferenEf  n9K  <*  acquRaton.  ■Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a 
^jSJt^.  ac£5?e  *i^iptlon  of  s?ldJandf or  fLhe  Purpose  of  determining  the  amount  oT any  bonus  or  other  payment  hereunder,  said  land 
shallbe  deemed  to  obtain  0232  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  inany  tract  shall  be  deemed  to 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

2.  Un'f«  sooner  teirninated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
,3  ^.jfigS  the  date  £er€Sf'  hereinafter  railed  primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted 
upon  said  land  wrtn  no  cessation  for  more  than  ninety  (90)  consecutive  days. 


toe  manufacture  of  gasofineor  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such  gas  and  casinqhead  gas-  tc)  To  oav 
iSS^iS?!?  minera£  mined  e^m^SS5^?^e6  ^  fc66!??,  1°™  5316  land,  one4errth"efcr  in  kind  a  v3ue  at  the  wSl  or  mSe  aVllessSs 
*t^;^^^fh^huT^^  If,  at  the  expiration  ofthe  primary  term  or 

at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been  pooled/capable 
2LR5°2i9n9  0,'  Sr.  93s,  and  all  such  wells  are  shut-in,  this  tease  shall,  nevertheless,  continue  in  force  as  though  operations  were  beinq 
conducted  on  said  land  for  so  long  as  said  wels  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  asff  noshut-in  had  occurred. 
h^?*1f^!a-nts3r,d  HPSF to  us?  reason?ble  diligence  tc ^produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from  said  wells, 

fcwl^  €^2S?  ^iJjSgfE^  U^u!h,a"!?£  ^  ^#1^  loJ!!^l,lor  ^milh  fadlities  other  ^ fadlities  andordinary  lease  facilities  of 
flow  lines,  separator  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to  Lessee  If  at 
any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days;  and  durinq  such  time 
I™ lire«  ™£*?tlons  011  said 'and-  at, or  tekr?  expiration  of  said  ninety  day  period.  Lessee  shall  pay  or  tender,  by  check  or  draft  of 
t^feeVKasJSW'  aJum  <*ual  to  °n£doUar  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  like  payments  or  tenders  at  or 
before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely 


of  payment  would  be 
ucn  bank  as  directed 


£*rrtrjr' w  115  successors,  wnicn  snan  continue  as  tne  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time 
.lu^f*3 13378  0/ tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other 
method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separated 
^JSS^S^  ^^^Yf  <^^^fi!£5#  aslessee  may  elect  Any  payment  hereunder  may  be  made  by  check  wdTaft  of 
hS^SSSS?1  i'iSf  mai3  deJ^^  to- the  P3^  entl1^1  torecave  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last 
^l0^^^--  K1"^^"^1  ^1  Lessee's  nghttp  release  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  tNs  lease  in 
whole  or  in  part  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  aslo  acreage  owned  by 


by  executing  an  instrument  identifying  such  unit  and  fifing  it  for  record  in  the  public  office  In  which  this  lease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effecbye  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
land,  or  on  the  portion  of  said  land  included  in  the  unit  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
SLfiP"11308^^  a  lease  e?en  thou9h  mav  mineral-  royalty  or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
royalty  operations  conducted  upon  said  land  under  this  lease.  There  shal  be  allocated  to  the  land  covered  by  this  fe^withineach  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
E^™,^  f!ft1Ld?luctin^aJlv^sed  ifl16886*  orurit  operations,  which  the  number  of  surface  acres  In  such  land  (or  in  each  such 
^aratetract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit  and  the  production  so  allocated  shall  be 
S^^J^.^iSfP0^  'rt^&P^.ff1*  ^JHFW  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  me  land  to  which  alocatedin  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease 
Tlie  owner  ot  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
^^nj^fe^^  iS^t?  unit  shall  satisfy  any  Imitation  of  term  requiring  cfoduction  of  oil  or  gas.  The  formation  of  any^itliereunder 
'a™1.™*  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
SS00'  ^yft^^ty ^which  may  become  payable  under  this  ease)  between  parties  owning  interests  in  land  covered  by  tNs  lease  and 
parties  owning  interests  in  land  not  covered  by  this  tease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paraaraDh  5  hereof 
except  thaUessee ;  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  alfpooled  leases 
are^fed  as  to  lands  within  the  unit  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunderby  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 


fi£  E£wT  » t,  a  wi  «i  «j«  iws  mwn  itiu  i  iweunuer  snan  remain  in  rarce  so  long  as  any  lease  subject  thereto  shaU  remain  n  force  f 

^JSli^^]fn^Sf^^S^  00  P?^^  or  unitization  of  royalty  interests  as  between  any  such  separate  tracfi  is  intended 
£2rS  tSSSiSif*  r^ltm^y  th£,nch£on  of  sutfjseparate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right ™ 
E^vS^UlES^  ,n  ^l^3^  \wllh  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  I,  the 
part of  thTlea^^rernisS  r°Valty  ownership  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  asto  any  other 

.  £  LfSf^.m.ayaf  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

anH/£  ^^^h^./"^!1^™^  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 

^r^n^^ri^^'te;?^^:^^^'  recc^pleting,  deepening,  sidetracking,  plugging  back  or  repairing  of  a  well  in  search 

I°^h^!^^l2i^,niSoauctlon  d  °^9as'  ******  <* otner  minerals<  excavating  a  mine,  production  of  oil,  gasTsulphur  or  other  mineral, 
wnstner  or  not  in  paying  quantities. 

r^U:^f^^  ^ve  "^JFE8  ^  royalty  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 
operations  hereunder  Lessee  shall  have  the  right  at  any  timeto  remove  all  machinery  and  fixtures  placed  on  sa0  land,  indudrnq  theright todraw 
SSiiShS  hSS"  N°  ^  SR"  *?  ^"fl?68"?  trian  200  feet  to  the  house  or  ban/now  on  said  land  without  the^seS  of  thfe  Ussor  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land, 

^J.'J^i^J^J1^^  a*3£!3?ly  N!rji!2.may  ^  assjsned  from  timeto  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
^S^^iRw13'  a&?£naderatl0in?  ?  this  lease  shalfVtend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns 
3&  taSSSBJW8^  chaP*  *  te00  E  thJ  pwnersWp  of  said  land,  royalties: orother  moneys,  or  any  part  thereof, hovSoww  eSed 
SfSffiEE?  %£9Sm?  l™^hi^9^S  <*  U8^^n&£"1  notlimted  to  the  location  and  drilling  of  wells  and  the  measurement 
SkISSS ^^/ioCS^S?3^109  tnv  tp^JP"?  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee,  its  successors  or  assigns,  no 
htSSSSE  flJSJMh*  ^"^'P  of  ^SJ81^  °r  ^  the  royalties,  or  other  moneys,  or  the  right  to  receive  the  same,  howsoever  effected  %S\ 
SfaSrSfi  ctt^T  ^rd  P^jy*  9* lease  until  60  days  after  there'has  been  furnished  to  such  record  owner  at  his  or  prindSS 
feSf  iSSEfS  «LlT^*  or  16"^'  successors  «■  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duly 

2?J^  S,^I2Ll/??,ments  i*1*  have  been  properly  filed  for  record  and  which  evidence  such  change  or  divfeion,  and  of  such  court 
2S+lSf ^?°f^in^tran^^  ,?r  other  documerife  as  shall  be  necessary  in  the  opinion  of  such  recoTdowner  to  establish  the  validrtyof 
!£h  ^SSS^^SEP- ff  any  such  ^Kg"^  of  the  death  of  the  owner,  Lessee  may,  nevertheless  pay  or  tencler 

such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

i  <^?JE£SP££2?r  <?r*!&8  th^  Le^  1,88  ^  complied  wrth  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall  notify 
^f^^^^U^&SX  specifically  in  what  respects  Lessee  has  breached  this  contract.  Lessee  shalithen  have  sixty  (60)  days  after  receipt 
SLSSLE^i^w  ^"^to  me6L  or  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  saidrnflce  sSSm be 
precedent  to  the  bnnaina  of  anv  action  bv  Lessor  on  saW  b*ase  fnr  anv  rai     ar*i  nn  ci  r+.  ariKn  chin    h™     ■  ^r,i  tK«  iXJr«r  'JKE zfan\A^z 


Z£^J1(~^^ZZX  iT^^T    ^u' ?„'       ' u  ttWM"»5WnF  "-e5?^  nas  Taiiea  to  perronm  an  its  oaigations  Hereunder,  f  ths  ease  s 
I~  i^if^6' 11  sha"  nevertheless  remain  in  force  and  effect  as  to  (1  sufficient  acreage  around  each  well  as  to  which  there  are  operations 
£  h2^£S£&fite°.or  max,murn  aBpwable  unrt  under  applicable  governmental  regulations,  (but  in  no  event  less  that  forty  acres),  suchacreage 
^rl^Sffof      ^IT  a5  ?^y^s^cab{e  °la  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rdes 

S^nS^^KSS&S  ^mS^^  t?S^SatSS  W*!*8  are  options.  Lessee  shall  also  have  such  easements  bnsafd  land 
of  ccflv^^fr?cuira?OF^ticT^  acrea9e  80  reta,ned  and  s"3" 1101  oe  required  to  move  or  remove  any  existing  surface  facilities  necessary 

■  .  I0/  ^pr  hereby  .warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
L^^K^eunder  l&SS6  ^r9^i£nInanly^th  ?nv  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  bS  Lessor 
riSS^Jte1  lE^ee^aiL5av^the  3$?  fany^eto  payor  re3uce  same  for  Lessor,  either  before  or  after  matiX  and  be  subrogated  tothe 
SS^i&^dn^£M^f  and  5£Pd,uct  amounts  50  Pad  from  royalties  or  other  payments  payable  or  which  may  become  payabTe  to  Lessor 
^^^SShA^^i^t  'f  f^S0^  a  lef  !^  !n  S?e  *  Qas^jISiur,  orother  minerals  in  all  or  any  part  of  said  land  than  the 
m^«r!^?™  ftll6!^111®  ^f?6  t^tf  (Lesso^  'nterest  is  herein  specified  or  not),  or  no  interest  therein,  theh  the  royalties  and  other 
^^h^JS^SS?^  as  ^  ^  Kis  '^J6  ^ersless  man  such  full  interest,  shall  be  paid  only  in  the  proportion  which  the  interest 
nr^lSi'  S  Slifeo^^^te  whdelfcar^  uncivicled.fee  simpleestate  therein.  All  royalty  irrferest  covered  by  this  lease  (whether 
r^^etft^^^  ms  lease  sha»  *»  Wndin9        ^  P-«V  ^  ^ecutes  I  wfthout 

rlL^Xitl1  rfSJSS*  *  f!f  the.expiration  of  frie  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 

^J^^lr  QftM3**!*  h-Seof'  -an3  i^96  ls  t!9t  conducting  operations  on  said  land  by  reason  of  (1 )  any  law,  order,  rule  or  regulation 
l^£^h£ ^,^b^quently  to**™1™**  ?  be  inva«d)  or  2  any  other  cause,  whether  similar  or  dissimiar,  (except  finandal)  bey^  the 
SE?S£iSStff  Jli55&  ttiehBC?,a^  ^  hereS£fftal! 06  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90Tor  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  dlay  had  not  occurred 

IS^SS?!8^?88  **? tNs  !ea8B2?ve^  and  '"dudes  any  and  all  of  Lessa's  rights  in  and  to  any  existing  well(s)  and/or  wellbore(s)  on  said 
&^me^mT£^e^rifnSa  new  wef  purposes  ^ lease  the  rfrentry  an3  use  by  185866  ^ anv  ™*1  and/or  ^ellS>re  shay  be 

.  .  13.  Notwithstanding  anvthiVig  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 

JriS'^W  a  ^eR  *S l-ch  taf  been  ^ r3led  ^nd  LLes5ee, intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quanBties  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed.  y 

r^ctriltl^d ^Vlk? il1?!^^^ ?nt  in  the  vicinity  of  said  land, governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
and  Lessee  mav  enrmiinter  HiffintHv  car-nrinn  ctlrfant? \J^t^r!!l\ 


Snded^h^nHnhr^S^  directional  well  for  the  purpose  of  drilling,  reworking,  producing foflrther  operafons 

SSSrS  tn  tHft^^r^^SSErt11'  Sh^  for  Pun^gses  of  this.lease  be  deemed  operations  conducted  on  said  land/ Nothing 
exceptas expresJy  stateS      Intended  to  modify  any  surface  restnctions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 

LESSOR:  Homer  E.  Warllck,  HI  LESSOR:  Sharfcn  L  Warlick 

STATE  OF  ^jU^gj^  } 

COUNTY  OfUMl^^  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

This  instrument  was  acknowledged  before  me  on  the  /  7  day  of  ^j^QiJU&kl^,  20r^  by 
 Homer  E.  Warlick.  Ill  and  Sharon  L.  Warlick.  husband  and  wife  . 

VSUEMCAFERTY*!       Signature   ^  <^UL 
Notary  Public 


Seal: 


STATE  OF  TEXAS     I        Printed      ¥    ^l)£    W\c  H?€Nw 


ADDENDUM 


ATTACHED  TO  AND  MADE  A  PART  OF  THAT  CERTAIN  OIL,  GAS  AND  MINERAL  LEASE  DATED  THE  D  DAY  OF  JANUARY 
2009,  BETWEEN  HOMER  E  WARUCK,  III.  AND  SHARON  L.  WARLICK,  HUSBAND  AND  WIFE,  AS  LESSOR^  AND  XTO  ENERGY 
INC.,  AS  LESSEE,  COVERING  0.232  ACRES  OF  LAND,  MORE  OR  LESS,  OUT  OF  THE  BBB  &  C.  RR.  CO.  SURVEY,  A-221  IN 
TARRANT  COUNTY,  TEXAS. 

THE  PROVISIONS  OF  ADDENDUM  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE 
LEASE  TO  WHICH  THIS  ADDENDUM  IS  ATTACHED. 

15.  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 
well  bore. 

16.  Gas  Royalty,  (a)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee 
to  Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  {or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar 
grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale, 
less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted 
unaffiliated  third  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase 
such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  {or  if  there 
is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price) 
pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which 
Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  Interest,  shall  be  calculated  based  upon  the 
higher  of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other 
substances  produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid 
based  upon  the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said 
products.  Notwithstanding  anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid 
by  Lessee,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs, 
including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture, 
processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or 
equipment  for  processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no 
event  shall  Lessor  receive  a  price  greater  than  or  less  than  Lessee  in  sales  to  nonaffiliates. 

(c)  As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than  ten 
percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee, 
more  than  ten  percent  (10%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint 
venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

17.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said 
90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however,  that 
if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or 
wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period 
next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is 
expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to 
continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive 
years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (100')  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


22. 
23. 


^3SJf^!Wnb3'  re'!?SeS  and  d,schar9es  Lessor  a"d  owner  of  the  surface  estate,  along  with 
their  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees  and I  their 
£dP™  «  he';s^««ors  and  assigns  (collectively  the  "Lessor  Parties"  ,of  and  from  Tan^ny  act  ons 
dlaal?fi%o,,nM°in  ?  °r  °ther  hann'  includ,n9  environmental  harm,  for  which  ^ vei  of 

uZK£ta£  bUtHn0t  "m  tCd  *  a" ,OSS8S  and  expenses  ***  are  cau«d  bV  ™«  activities  of 

Lessee,  its  officers,  employees  and  agents  arising  out  of,  incidental  to  or  resulting  from  the ^Derations  of  «r 

for  Lessee  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  Ste ofthTmZ^^l^ol or  to 

SIS  bV l6SSee >  b,rea!h  *  any  0f  the  terms  or  Provisions^  this  Lease, V  by ^7o^trT^t  £ 
stnctly  liable  act  or  ormsslon  of  Lessee.  Further,  Lessee  hereby  agrees  to  be  liable  for,  exonerate inSf? 

S^m^^  3^rTal  ,nju7  <includm9  d«™>.  costs  and  expenses,  or  othTharm  for  which  recover^  If 
«nH  2£  i  .  9  *'  under ?"? includin9  contract,  statute  or  strict  liability,  including  alto^fees 
or  at  hi J?1*"1568'  iH?'Udin?. thOSC  re'ated  t0  e^°™ental  hazards  on  or  urKJer  the  leasWprSn  £ 
or  at  the  drill  site  or  operations  site  or  in  any  way  related  to  Lessee's  failure  to  comply  with  anv  and  all 
environmental  laws;  those  arising  from  or  in  any  way  related  to  Lessee's  operations  oTJnl oTher  of  Le^e's 

uSof^rrfaceo— 

L^L£  hr^h  l?  subs"?a<;e  oMhe  Premises;  and  those  that  may  arise  out  of  or  be  occasioned  by 

Lessee  s  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  LesseT  its 
directors,  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests  mvrtees  and^heir 
oTe*^^  aSSi9nee  <* this  Lease'  °'  <*  an  interestSin,  agrees  to  to  liable 

connaZn^Sii ft ^V^. and  h°'d  harm,ess  the  Ussor  Parties  in  th*  *ame  ™nneV  provided  above  in 
OTHE^  and  a9ents  as  described  above.  EXCEPT 

accmmoS T.«.™  JS?LY  UMrTED  HEREIN,  ALL  OF  THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES 

£3£  ™ ^SZ™2£T,2!5 LEASE  SHALL  66  WITH0UT  LIMITS  AND  ^wSiSfiow 

££fflir™rfftp  5v«o^JKCLUWNG  PREEXISTING  CONDITIONS),  STRICT  UABIUTY  OR  THE 
I2L?y2?ICE  0F  ANY  PARTY  0R  PARTIES  (INCLUDING  THE  NEGLIGENCE  OF  THE  INDEMNIFIED  party* 
WHETHER  SUCH  NEGUGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTrVE  OR  PASSIVE         NIFIED  PARTY), 

Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement.  By  the  execution  of  this  Lease  Lessor  does 

aontS  if^^.SI??  >  ?  °r-  mo?9a9or  <tf  anV>  on  beha,f  of  Lessor  to  obtain  a  lien  subordination 
fnSs  ?n  ?Ns  let^  f  ^S3f 01  f  pu,po,e?(?  subordinating  any  mortgage  on  the  leased  premises  to  Lessee™ 
interests  in  this  lease.  Lessee  will  mail  a  copy  of  the  executed  and  recorded  lien  subordination  aareement  or  <Mflr 
agreement  when  finalized.  When  Lessee  has  finalized  its  lien  subordination  a^S^T^S^^JTmi 
Lessor's  lender  or  mortgagor,  this  limited  power-of-attorney  to  the  Lessee  shaTT^^  !2 

sssss  t^^r sha" bear  any  and  a" «- — * S^tsM 

24.  Waiver ^of  Claims  as  to  Gas  Lease  Committee  and  Acknowledgement  of  Independent  Legal  Advice  Lessor 
*  *•  TS  01  ,NS  Lease'  ,he  amoun(  of  an«  "onus  ^iThtlndlr  and  o"er  S^s 

b*££1JZl^S"  T* '°  thi\LeaSe  ('he  "N^W  Terms")  were  obtained  as  a  resuU  of  negotiSl 
between  Lessee  and  a  group  known  as  the  Greater  Lake  Country  Gas  Leasing  Task  Force  CGLCGLTPl  which 

"  3  °?rmittee  2f  unpaid  «**"»«.  mdudng  Brad  Shaw,  Cad  Wilson9  Dk*  dSE*  B^nis  ShlnaWo^ 

^^^'^'Stel^ir*  Vr  ^  :h".f °f'  Cf*9  26reS'  Dave  NS,^er  ttne,' 
7^  rue,  rrea  vmarreai  (the  GLCGLTF  Gas  Lease  Committee"),  n  consideration  of  the  efforts  of  th%  di  rni  tp  i» 

lning the  Ne90tia,ed  Temis' Lessor' individual1^ and on "*M2«S1^^SSJ^ 

tort,  statute  or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown  which  LeSor       ZtTd  t 
claims  p  have  aga  nst  the  GLCGLTF  Releases,  which  arise  out  of  or  fJS^^fl^^!^  £ 
negotation  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  ^JSiiZSn^i^EZ  TemTs 
Lessor  furmer  acknowledges  and  represents  that  (a)  the  GLCGLTF  Releases  hav^notaded^^ 

Executed  on  the  date  first  written  above. 
LESSOR  Homer  E  Warlick,  III  LESSOR  Sharon  LWariick 


